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SUBJ: VHS DECISIONS RE MAJOR INVESTMENT PROPOSALS IN SPAIN BY GM 
AND DOW CHEMICAL 

1. VISITING GM OFFICIALS HAVE INFORMED EMBASSY AND LOCAL PRESS 
HAS ANNOUNCED THAT GM HAS TURNED DOWN TERMS PROPOSED BY GOS FOR 
ITS ENTRY INTO SPAIN. GM PROPOSAL ORIGINALLY INVOLVED (A) FIRST 
PHASE INVOLVING PURCHASE BY GM OF BRITISH LEYLAND MOTORS AUTHI 
SUBSIDIARY OPERATION IN SPAIN AND A GM COMMITTMENT TO CONTINUE 
PRODUCING BLM CARS AS WELL AS BEGINNING PRODUCTION OF GM MODELS: 
(B) A SECOND PHASE WHEREBY GM WOULD PUT IN ITS OWN PRODUCTION 
FACILITIES, I.E. PRESS PLANT, SUB-ASSEMBLY PLANT, AND FINISHED 
VEHICLE ASSEMBLY PLANT, AS PART OF A GM EUROPEAN CAPACITY EX- 
PANSION PROGRAM. TOTAL POTENTIAL GM INVESTMENT WAS ESTIMATED AT 
ABOUT $500 MILLION. THE RESOLUTION OF THIS MATTER CAME AFTER 
LONG, NEGOTIATIONS BY GM OFFICIALS WITH GOS, PRIMARILY MINISTRY OF 
INDUSTRY. DUE DEFLATIONARY PRESSURES INEUROPE AND ENRGY CRISIS, 

GOS AGREED THAT GM COULD PROCEED ON BASIS PHASE ONLY, I.E. 

AUTHI TAKEOVER, AND WITH PROVISO THAT WHEN CONDITIONS IMPROVED GM 
COULD BEGIN "SECOND PHASE" EXPANSION. GM, WE UNDERSTAND, TURNED 
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PLACED ON ITS SALES WITHIN SPAIN. AS IS THE CASE WITH FORD ESPANA. 
OTHER FACTORS IN GM DECISION PROBABLY INVOLVED LABOR UNREST AT 
AUTHI PAMPLONA PLANT. FALL OFF IN WORLDWIDE MARKET FOR AUTO SALES. 
AND OPPOSITION TO TERMS OF ENTRY BY GM FROM OTHER SPANISH AUTO 
FIRMS. 

2. PROPOSAL BY DOW CHEMICAL (SEE MADRID’S A- 108, MAY 25, 1974) 

HAS NOW RECEIVED FAVORABLE DECISION FROM GOS DESPITE OPPOSITION 
FROM OTHER LEADING SPANISH CHEMICAL FIRMS. THIS PROJECT, 

INVOLVING A PETRO-CHEMICAL COMPLEX IN THE INDUSTRIAL POLE OF 
HUELVA, PARTLY ON A JOINT VENTURE BASIS WITH CEPSA (COXHANIA 
ESPNOLA DE PETROLEOS, S.A.) WILL ENTAIL AN INVESTMENT ESTIMA- 
TED AT $700 MILLION MR. IGNACIO ARTOLA, PRESIDENT OF DOW'S 
SPANISH SUBSIDIARY, HAS INFORMED THE EMBASSY THAT THE GOS 
DECISION WAS BASED ON TERMS TO DOW. ARTOLA EXPRESSED 
HIS APPRECIATION FOR THE ASSISTANCE RENDERED BY FORMER AMBASSADOR 
RIVERO AND OTHER EMBASSY OFFICIALS. 
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